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Department o f  the  Treasury 

P .O .  Box 2508 
Cincinnat i ,  OH 45201 

Person t o  Contact: 
******* ** ******  

Telephone Number: 
***********  

Refer Reply to:  
EP/EO 

Employer Iden t i f i ca t i on  Number: 
********** 

Date: MY 0 l 1gbd 

Dear S i r  or  Madam: 

We have consiaered your application for  recognition o f  exemption from 
Federal income tax  under the provis-ions of  section,  501 ( c )  ( 6 )  o f  the 
Internal Qvenue Code o f  1986 and i t s  applicable Income Tax 
Regulations. Based on the  available information,  we have determined 
that  you do not  qua l i f y  for  the  reasons s e t  for th  on Enclosure I .  

Consideration was given t o  whether you qua l i f y  for  exemption under 
other subsections o f  section 501(c) o f  the  Code and we have concluded 
that  you do no t .  

As your organization has not  established exemption. from Federal income 
t a x ,  it w i l l  h e  necessary for  you t o  f f  l e  c;l z;;;;.;;;: : r r L " i ~ =  tax  ~ = L u L , ~  

on Form 1120. I 

! I 

I f  you are i n  agreement with our proposed denia'f;,  please sign and 
return one copy o f  the  enclosed Fdrm 6018, Consen't t o  Proposed Advexs: 
Action. 

You have the  r igh t  t o  protest t h i s  proposed determinrLi;;~ i f  you 
bel ieve  that  it  i s  incorrect .  To pro tes t ,  you should submit a wri t ten  
appeal giving the  f a c t s ,  law and other inforloation t o  support your 
posit ion as explained i n  the enclosed Publication 8 9 2 ,  "Ed. emp t 
Organizations Appeal Prccedures for  Unagreed Issues".  The appeal-must 
be submitted wi thin  30 days from the date o f  t h i s  l e t t e r  and must ' 
be signed by one o f  your principal o f f i c e r s .  You may request a 
hearing with a member o f  the o f f i c e  o f  the Regional Director o f  Appeals 
when you f i l e  your appeal. I f  a hearing i s  requested, you w i l l  be 
contacted t o  arrange a date f o r  i t .  The hearing may be held a t  the 
Regional O f f i c e ,  o r ,  i f  you request ,  a t  any mutually convenient 
Dis t r ic t  O f f i c e .  I f  you are t o  be represented by someone who i s  not 
one o f  your principal o f f i c e r s ,  he or she must f i l e  a proper power o f  



**** *******  ******  ********** ***  
*********  

attorney and otherwise qual i f y  under our Conference and Practice 
Requirements.as s e t  for th  i n  Section 601.502 :of the  Statement o f  
Procedural Rules. See Treasury Department Circular No. 230, 

I f  we do not hear from you within the time spec i f i ed ,  t h i s  w i l l  become 
our f i na l  determination. 

** * *****  *  ******  ** **

D i  s t r f  c t  %i rector 

Enclosures: 3 



ENCLOSURE I 

**** ********* ******  ********** ***  
*********   

The in forda t ion  submitted d i sc loses  tha t  you were: incorporated as a 
nonpro f i t  corporation 111 the S t a t e  o f  *******  on * * *  *  ****. 
A r t i c l e  11 o f  ).our a r t i c l e s  o f  incorporation s t a t e s  tha t  your purposes 
are RS fol lows: 

To e s t a b l i s h  c loser  re la t ions  between barbers throughout the  
s t a t e ,  t o  develop the  s trength  t o  accomplish necessary 
re forms,  t o  e s tab l i sh  e t h i c s  f o r  the barbering pro fess ion ,  
t o  increase the  various phases o f  shop s e r v i c e ,  t o  promote 
uniform shop practices and f e e s ,  t o  continue the  education 
o f  the  barber f o r  the  good o f  the  general public so as t o  
coinmand and hold public confidence,  t o  exer t  an in f luence  
f o r  good on the l i f e  o f  the community and t o  c u l t i v a t e  a 
s p i r i t  o f  brotherhood and good fel lowship among i t s  
members. 

.. - 
Sect ion  I14 A o f  your bylaws s t a t e s  tha t  your purposes are:  

( 1 )  Betterment o f  the barbering profession 
( 2 )  Legi s l a t i  ve awareness 
(3 ) Editca t i 0 1 1  

( 4 )  Betlef i t s  
( a )  providillg group heal th  insurance ' 
( b )  providi t~g group l i f e  insurance 
( c )  p r o v i d i ~ ~ g  sickness and death benaf i t s  t:o members. 

On page 2 o f  your appl icat ion ,  you s t a t e  tha t  you were formed t o  
provide insurance b e n e f i t s ,  l e g i s l a t i o n  and education f o r  the  members 
i n  a n o n - p r o f i t  way. You maintain an o f f i c e  and a c l e r k  i s  paid 20 
hours per week t o  keep records and send out  mailings t o  the  members 
containing a newsle t ter  and b i l l i n g s  each monthl Th i s  i t ~ c l u d e s ~  i n -  
surance f e e s  plus membershi,p dues and enough t o  cover the  c l e r k ' s  
wages, ren t  on o f f i c e  space, telephone, cos t  o f  pr in t ing ,  postage 
and mileage f o r  o f f i c e r s .  You fur ther  s t a t e  tha t  insurance i s  the  most 
important f u t ~ c t i o n  t o  your members. You are able t o  provide Blue 
Cross Blue Shield and Blue Care Network i n  a grollp po l i cy .  You a l s o  
have a s f  ck and accident program and death benedi t f o r  the  nleibers. 
You keep members information o f  l e g i s l a t i o n ,  provide education and 
have a scholarship foundation. 



* 
***************************************. 
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You list your sources of support as insurance premiums (largest 
source), membership dues, joining fees and interest income. 

The financial information which you reported {on page 5 of the 
appli cation for exemption shows the following sources of support: 

Gross Dues and Assessments of Members ****** 
Exempt Function Income ******* 
Investment Income ***** 
Other 
Total 

- - - 
You show that the $******5 shown as exempt function income is for 
insurance premiums or reserves. 

The financial information also shows the following expenses: 

Exempt Funct 7n Expenses 
Occupancy 
0t.her 
Total 

Of the $******* shown as exempt function expenses,< $******* was for 
insurance premiums for members. 

Section 501(c)(6) of the Code provides, for the exemption of business 
leagues, chambers of commerce, real estate boards, boards of trade, 
and professional football leagues (whether or not administering a 
pension fund for football players), which are not organized for profit 
and no part of the net earnings of which inures to be benefit cf any 
private shareholder or individual. 

Section 1 .SO1 (c) (6) - 1 of the Regulations states that a business league - 
is an association of persons having some common business interest, the - 
purpose of which is to promote such commu!, interest and not to engage 
in a regular business of a kind ordinarily carried on for profit. It 
is an organization of the same general class as a chamber of commerce 
or board of trade. Thus, its activities should be directed to the 
improvement of business conditions of one or more lines of business 
as distinguished from the performance of particular services for 
individual persons. An organization whose purpose is to engage in a 
regular business of a kind crdinarily carrried on for profit, even 
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though the business is conducted on a cooperative basis or produces 
only sufficient income to be self sustaining, is not a business league. 

Based on the information submitted, ,it is our opinion that you do npt 
qualify for exemption under section 501 (c) (6) of the Code. Your 
description of activities and your financial statements show that your 
primary activity is providing medical insurance, life insurance and 
other welfare benefits for members. This constitutes the performance 
of particular services and precludes exemption under section 501(c)(6) 
of the Code. 




